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EXECUTIVE SUMMARY 

PURPOSE 

Pursuant to Public Law 93-198, Section 455, and a joint request from Councilmernber Ke\%i 
Chavou^, Chairperson, and Councilmember Phil Mendelso.a Member. Committee on liducation, 
Libraries and Recreation, Council of the District of Columbia, the District of Columbia A.uditor 
reviewed the operations of the Medicaid Recovery Unit within the Office of tte Chief Financial 
Officer of the District of Columbia Public School System (DCPS OCFO) for fiscal years 20(1 1 and 
2002, through February 15, 2002. 



Tl^e DCPS OCFO's Medicaid Recover/ Unit (MRU) was established to maximize the 
recovery of the Medicaid reimbursable cost of providing health, related services to studeo'^; in special 
education programs within die D.C. Public Schcol system. The Auditor found that the MRU did 
not properly and effectively manage the Medicaid recovery opCTations for D,C. Pubic Schools 
because of the lack of sustained leadership and inadequate staff and other resources. Cvcra]l, the 
Auditor found that the operations of the MRU ^wre adversely affected by incffccuve management 
and constant turnover of leadership in the DCPS CFG and Deputy CFG positions, a reductian-in^ 
force, staff terminations, resignations of numerous DCPS OCFO staff and a Jack of efl'ective 
management direction and resources provided by DCPS, During the audit period, an inefiective 
MRU operation resulted in poor oversight and j>?rformancc of DCPS^ Medicaid recovm eflorts 
(also knovm as revenue maximization efforts)„ 

As a consequence, DCPS accumulated at least S6„6 million in unresolved denied :laims from 
inception of the billing contract in fiscal year 1999 through February 15. 2002, The Aiditor^s test 
of denied claims revealed that approximately 18 % of the 99^000 claims could have ^een easily 
resolved and reimbursements received if the MRIJ had periodically performed claim reonciliations. 
Some claims denied on the basis that the studi^ts were ineligible for Medicaid on th<i d^tes of 
service were, in fact reimbursable because the /.uditor found that the students were eligible at the 
time. Further, some claims were denied because the spelling of students' names on the claims did 
not exactly match the spelling in the Medicaid eligibility file. Inlbnnalion in the Department of 
Human Services' Automated Client Eligibility Determination System confirmed that these students 
were Medicaid eligible, and the claims could have been paid if the spelling of the studcnts^ naine.^ 
had been corrected and tlie claims resubmitted to Medicaid. 
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Further, DCPS may have at leait an additional $5 million in unrealised Mcdiciid revenue 
for the period October 2000 through February 2002, due to the failure of the MRU to ftjlly achieve 
its goals and efledively implement policies and processes to efficiently obtain Me<licaid 
reimbursement. Further, the Auditor found that revenue realized from Medicaid was S4.3 miUion 
less in the first quarter of fiscal year 2002 than duiing the same quarter of fiscal year 2001 This was 
due, in part, to the Mure of the MRU to effectively implement policies and processes regarding 
Medicaid reimbursement of costs for transporting students to receive health related services. 

Additionally, tlie Auditor found inadequate documentation in schools" specia education 
records to support health related services provided to students and billed to Medicaid for 
reimbursement. Moreover, the DCPS administration, including the Office of Special Education and 
DCPS- Chief Financial Officer, failed to commuricate to school principals and staff the importance 
of thcff duties and responsibilities to DCPS' Medicaid revenue maximization effoits. These 
maiiagere also Med to establish a system of acwuntability at the school level to addr<;ss s<:hool- 
based fonctions that support Medicaid revenue maximization efforts. 

The Auditor found that adequate documentation of services rendered to special edL;cation 
students was not present in some students files. A test of the adequacy of school records 
documenting services rendered to special education students revealed that: (1) 22 % of students- 
files did oot contain Individualized Education P.rograms that prescribed the services iiidicawd on 
denied claims; (2) 13 % of the students' files did not contain progress notes to justify he S(;n>'ices 
billed on the claims; and (3) some schools maintained tlie documentation in a hapha7^d„ 
incomprehensible, and oftentimes incomplete manner. Recordkeeping deficiencies, regardless of 
their causes, have a substantial financial iffipact on DCPS through the loss o" Mc-dicaid 
reimbureements as indicated in the Medicaid audits for fiscal years 1996 through 1998. Tltese 
audits, which were finalized in fiscal year 2001, revealed that $15 million of costs incurred for 
services rendered to special education students were disallowed for Medicaid reimburjcment due 
to the absence or unavailability of supporting documentation. Tlicsc disallowed costs contiibuted 
to DCPS' deficit for fiscal year 2001. If documentation of sen/ices and recordkeeping are not 
immediately improved, these deficiencies will continue to have an adverse impact uyon DCPS' 
finances in ftiture years. 

FinaUy, the Auditor found that DCPS" 0<:F0 staffmg, internal conu-ols and procidures were 
inadequate to provide the timely deposit of $1.5 million of Medicaid revenue dunng the first quarter 
of fiscal year 2002. 
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MAmKIJNMNm. 

]. The MRU's failure to become :Mly functional impedes recovery- of at le;ist an 

additionaJ SS million in Medicaid reimbursements for the period Octcber 2000 
through February 2002. 

2= Improperly maintained records throughout the school system may caus.; DCPS to 

lose future Medicaid rervenue. 

3. Insufficient Medicaid claim reconciliations resulted in $6.6 million in denied claims 

that may yield additional revenue. 

4. Medicaid recovery declined by S4.3 milHon in the first quarter of fiscal ycai' 2002 
when compared wiih Medicaid r^enue recovered during the same period ir: fiscal 

year 2001. 

5. DCPS' OCFO Med to timely deposit $1.5 million in reimbursements re^eiv^i from 
Medicaid during the first quarter ojf fiscal year 2002. 

MAJOR RECOMMENDATIONS 

1. The Chief Financial Officer of tlie District of Columbia should extend the e.xisiing 
revenue maximization contract until the MRU is fully staffed and 0|)CTaiional to 
pit^vent further disruption of DCPS' Medicaid recoveiy process.. After ihe MRU «s 
fiily operational, the DCPS Chief Financial Officer (CFO) should imme<iiately audit 
the contractor's records and bring the Medicaid billing system and aU rela ed r<:cords 
in-house. 

2. Hie DCPS CFO should immediately hire an MRU director with, at ,i minimum, 
extensive knowledge of Medicaid mles and regulations, spccia. education 
experience, and experience in administering an effective Medica:d r(;cover>' 
operation. 

3. The DCPS CFO should establish an MRU staffing plan and hire st^.ff with the 
requisite qualifications necessary to succcssfiilly develop and operate an effective 
MRU, and provide ongoing staff training and ottier resources necessary to ensure the 
MRU's success. 
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4. The DCPS CFO should develop performance standards, measures ;md iinnual 
performance plans for the MRU and implement the mechanisms nccess^ny w 
accurately measure the MRU's accomplishments, and timely identify' md correct 
deficiencies that hamper successilil achievement of performance goals, stardards, 
and measured. 

5. The DCPS CFO and Superintendent should upgrade computer systems and 
information management technology wthin tlie MRU to fiicilitale maragement of 
Medicaid data currently generated by the Department of Health's Medical Assistance 
Administation (MAA) and to fecilitate building an infrastructure to bring the 

Medicaid billing system in-house. 

6. The DCPS CFO should ensure that the MRU's access to MAA's Medicaid 
Management Information System (MK-lIS) includes linking DCPS' billin;? system to 
the M>.1IS in order to automate verification of student Medicaid enroILncnt before 
claims are submitted for Medicaid reimbursement 

7. The DCPS CFO should obtain support from the Board of Education, Superintendent, 
and other DCPS officials to assist in providing clear dirertion to schoci principals, 
administratOK, and staff in suppo:rt of the Medicaid outreach and application poMss 
and procedures. 

8. DCPS' Board of Education and Superintendent, in conjunction with other 
accountable DCPS ofEciais, should designate a position in the Otflo: of Special 
Education as the Medicaid liaison between the Office of Special Educaion and the 
MRU to facilitate the timely flov; of accurate Information between the two offices. 

9. The DCPS CFO and Superintendent should immediately establish the dctennination 
of Medicaid eligibility as a reciuked component of the initial spcciil education 
assessment process and subsequent Individualized Education Pro;;ram (lEP) 
development, evaluation, and reevaluation processes conducted by the Office of 
Special Education. Medicaid eligibility dctctminalions could be verified ^y an MRU 
employee specifically assigned this rcsponsibility. 

iO. The Medicaid eli^biJIty application policy-, which must be established tc accomplish 
the MRU's stated goals, should require the implementation of oufreacii efforts by 
DCPS to Infonn parcnte of the availability of Medicaid and the benefit; that would 
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accrue to their child Tins outreach should be conduaed at initial specid education 
assessment meetings and reiteratcrd in the special education handbook :br parents. 
A copy of the Medicaid application and instructions should be mciuJed -.n die 

handbook. 

IL The Medicaid application policy should also require each school to obtavn and 
distribute Medicaid information and applications to parents and guardians of special 
education students registered to attend school. Schools could obtain tl,e sti:,dent's 
Medicaid identification number v.Wch could then be used to verifj Medicaid 
eligibility of the student as of the date of registration. 

12. The DCPS Cf should provide the MRU with necessary resources such as qtalified 
employees, training, supplies and computer equipment to resume monitoring 
schools' files to ensure that proper records and documentation arc ol)taincd and 
maintained for Medicaid enrolled special education students. 

13. Tne DCPS CFO or tlie Director of the MRU, when one is hired, shoi.id establish 
written policies and procedures, for effectively and timely performirg pcdodic, 
ongoing moniloring of special educration students' school records. 

14. DCPS' Board of Education, Superintendent, and other accountable managers shouid 
develop and implement poUcics, procedures, and effective rreasuies of 
accountability to ensure that student files are regularly reviewed for compLncncss 
and that adequate documentation is retained when students transfer between s<:hools. 

15. DCPS' Board of Education, Superintendent, and accountable managers should 
establish and implement written jjolicies and procedures requiring schocl pruicipals, 
special education coordinators, special education service providers, and other 
appropriate school administrative staff to ensure tliat students' special educaticjn files 
are properly maintained with appropriate lEPs and adequate documentation of 
services rendered to special education sitidents. Lajiguage in agreements with 
contract providers must include mandatory recordkeeping rcquircTOcnts. The policy 
should offer incentives to schools and staff to encourage proper, ccmplete file 
niaintenance, and ensure that all services rendered arc fully documeiited. There 
should also be established effective accountabilit>' measures for any failure to do so. 
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16. DCPS' Board of Education. Superintendent, and other accountable mana;?er£ sho^uld 
ensure tliat a Medicaid recover/ incentive program is impienr»ented that offers 
incentives to provider to submit accurate, complete and timely billing information 
to the MRU, and imposes penalties or other measures of accountability when they 

fail to do so. 

17. T!ie DCPS CFO and ihe Assistant Superintendent for Special Education should 
jointly develop and implement mechanisms necessary to automate the submission 
of Fee For Service billing encounter data by providers to the MRU, in a maimer that 
strengthens accuracy and imposes consistency in the infomiation received. 

18. Hie DCPS CFO should provide the MRU with sufficient resources such as staff, 
computer equipment, filing and storage space, and supplies necessary tc effb:tivcly 
and efficiently perform the following: 

a. retain copies of Fee For Service billings (until implementation of an automated 
s>-stem) and develop a system to monitor and track Fee For Service claims that 

are submitted to MAA; 

b. train special education discipline coordinators to screen Fee For Service 
encounter fomis to ensure completeness of pertinent inibnnation such as student 
name, student identification number, service tv'pe, and reasonableness of progress 
notes before submitting the forms to the MRU; 

c. develop a fomial filing system and electronic datxtbase for the MRU to efficiently 
maintain files of all claims submitted to MAA; 

d. perform periodic reconciliations between all Medicaid claims submitted and 
reimbursements received; 

e. immediately research, resolve, and resubmit all existing denied claims; 

f develop and implement procedures governing timely resolution ajid re- 
submission of denied claims; and 

g. maintain efficient, wellK)r^nized, and complete files regarding the outcome of 
the MRU's monitoring activities. 
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19. Tlie DCPS Superintendent and DCPS CFO should immedbtely develop and 
implement policies, procedures, and a data management system to improve and 
automate the transportation billing process to maximize the recovery' of reimbu-sable 

transportation costs from Medicaid,. 

20. The DCPS OCFO should cstabJish and implanent policies and proc<:dure:; that 
ensure timely deposits of all monies, received to safeguard the funds. 

21. The District of Columbia OCFO, b connection N^ith tlie DCPS OCFO, should 
establish a lockbox to receive Medicaid reimbursement checks. 

22. The DCPS CFO should take the necessary measures to ensure that the District or 
Columbia's Office of Finance and Treasury voidi Medicaid reimbursor.cnt checks 
that DCPS does not receive ^viibin 60 days after the date of the remittance advice, 
and issue replacement checks to DCPS within a timely manner. 
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